
 

 

 
Item 1 – Cover Page 

 

Firm Brochure 
(Part 2A of Form ADV) 

 

Fountainhead AM, LLC 
 

 
10 Independence Blvd., Suite 120 

Warren, NJ 07059  

(732) 346-1900 
 

 
 

www.fountainheadam.com 

 
March 26, 2024 

 
 
 

 
 
 

This brochure provides information about the qualifications and business practices of 
Fountainhead AM, LLC. If you have any questions about the contents of this brochure, 

please contact Robert Klotz at: (732) 346-1900 or by email at: robert@fountainhead-
advisors.com.  
 

The information in this brochure has not been approved or verified by the United States 
Securities and Exchange Commission (the “SEC”), or by any state securities authority. Additional 

information about the firm is available on the SEC’s website at www.adviserinfo.sec.gov. 
Registration as an investment adviser does not imply a certain level of skill or training.  
 

 
 

 
 
 

  

http://www.fountainheadam.com/
mailto:robert@fountainhead-advisors.com
mailto:robert@fountainhead-advisors.com
http://www.adviserinfo.sec.gov/


Fountainhead AM, LLC 

Form ADV Part 2A 

 

 

 

2 
 

Item 2 - Material Changes 

 

We use this section to notify clients of material changes made to this disclosure Brochure 
between annual updates.  We deliver a summary of these changes, or a copy of our updated 
Brochure, every year within 120 days of our December 31 fiscal year-end.  

 
Since filing our last annual updating amendment in March of 2023, we have made the 

following material changes to this Brochure: 
 

 We have updated Item 4: Services, and Item 5: Fees and Compensation, to explain that 

we are no longer using funds sub-advised by an affiliate in our investment models 
(“Affiliated Funds”). Based on individual circumstances, however, some clients will 
continue to hold an allocation of Afiliated Funds in their portfolios.  

 We previously notified clients that we were no longer recommending TD Ameritrade, Inc., 
due to the planned acquisition of that firm by Charles Schwab & Co., Inc. The acquisition 

has been completed and we have therefore removed all references to TD Ameritrade 
from our Brochure. See Item 12: Brokerage Practices, for more information.  

 We have updated Item 17 to reflect that we no longer vote proxies on behalf of clients. 
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Item 4 – Advisory Business 

 

Fountainhead AM, LLC (“FAM,” “firm,” “we,” “our,” “us,”)  is an investment management firm 
founded in May 2017 that provides both discretionary and non-discretionary investment sub-
advisory services to select independent and affiliated registered investment advisors (each an 

“Advisor”). 
 

The firm is affiliated with Fountainhead Capital Management, LLC, (“FCM”) an SEC-registered 
investment advisor, and is principally owned by Joseph Halpern, Marc Rock, and Scott Silver. 
The firm has set aside 25% of the firm’s equity as Class B units. We have granted approximately 

one-third of the Class B units. Should all Class B units be granted and fully vest (approximately 
7.5% has vested to-date), Joseph Halpern, Mark Rock and Scott Silver would go from collectively 
owning 94.5% of FAM to owning 70.875%. Additional information about financial services 

affiliations and the equity compensation appears in Item 10. 
 

Services 
FAM offers investment advisory services on a discretionary basis, as well as back-office support 
solutions, to Advisors through its managed model program (the “Program”) and its investment 

platform (“Platform”). The Program employs a variety of securities (collectively, the 
“Investments”) in its Program, primarily exchange-listed securities, such as stocks and ETFs, as 

well as open-end mutual funds and fixed-income securities.  Other securities may be selected for 
the models in the Firm’s discretion. FAM also offers recommendations concerning non-liquid 
alternative investments, such as private placements, or interval fund structures that do not 

provide daily liquidity, but generally seeks specific consent from the client prior to allocating a 
portion of the portfolio these alternatives. The Program and the related Platform are designed 

for Advisors seeking to gain efficiencies by allowing them to focus on primary policy and risk 
allocation decisions, while delegating the investment selection, portfolio construction, and 
implementation decisions to FAM.  

 
FAM also consults with Advisors on  a non-discretionary basis about trading strategy, 

rebalancing, and tax optimization as part of its services.  
 
Where FAM is acting as a sub-advisor to an Advisor, the Advisor may allocate some or all of its 

clients’ assets to FAM. Customarily, the Advisor retains the responsibility for the relationship with 
its client, and determines the initial and ongoing investment, risk tolerance, and suitability 
requirements of its client. The Advisor provides this information to FAM when establishing its 

clients account(s) on the FAM Platform. The Advisor typically provides ongoing oversight of the 
allocations to FAM to confirm that the allocations continue to be consistent with the end client’s 

investment needs and objectives. In the ordinary course of business, FAM does not interact 
directly with the Advisor’s end client or otherwise update end-client information except as 
provided through Advisor. 
 

Once an Advisor allocates its clients’ assets to FAM, FAM may select, change or re-allocate such 

client’s assets among the offered models, subject to guidance provided to FAM by Advisor. FAM 
will manage or effect purchases, sales, or other transactions for individual accounts (each, an 
“Account”) allocated to FAM by Advisor. In managing the Account, FAM is specifically 
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permitted to retain all or part of the existing investments or to liquidate such investments, in FAM’s 

discretion. FAM’s investment recommendations are not limited to any specific product or service 
offered by a broker-dealer or insurance company. Because the Investments used in the Program 
may change from time to time, clients and prospective clients should consult directly with their 

Advisor to discuss the current Investments being offered. 
 
Account Supervision 
FAM will supervise the Accounts in accordance with a client’s stated objectives (e.g., 
maximum capital appreciation, growth, income, or growth and income), risk tolerance, as well 
as tax considerations. Because some types of investments involve additional degrees of risk, 
they will be selected only when consistent with the client’s stated investment objectives, 
tolerance for risk, liquidity and suitability.  

 
Account Customization and Investment Restrictions 

Clients may impose reasonable restrictions on investing in certain securities, types of securities, 
or industry sectors. All transactions effected for an Account will be deemed to be suitable 
for an Advisor’s client in light of the stated investment objectives and guidelines, unless written 

notice to the contrary is received by FAM within ten (10) business days following a client’s 
receipt of the custodian’s statement reflecting such transactions. 

 

In allocating their clients’ assets to FAM, Advisors agree to contact their clients at least annually 
to determine whether there have been any changes in such clients’ financial situations or 

investment objectives and whether such clients wish to impose investment restrictions or 
modify existing restrictions or otherwise amend their investment guidelines. Advisors agree to 
promptly notify FAM of any changes.  

 
FAM does not guarantee the future performance of any Accounts, any specific level of 

performance, the success of any investment decision or strategy, or the success of FAM’s 
recommendations in the Accounts. The investment and other decisions made by FAM for the 
Accounts are subject to various market, currency, economic, political and business risks, and 

may result in investment decisions that will not be profitable. 
 

Non-Discretionary Services 

FAM may offer investment advice on a non-discretionary basis through a non-discretionary 
investment program in which all investment decisions are made by the Advisor.  

 

Advisors may use the FAM platform to assist with their own review and evaluation of the 
Advisor’s client’s investment objectives. Advisors may then receive recommended investment 

portfolios from FAM that the Advisor is free to implement, adjust, or simply provide to Advisor’s 
client for subsequent consideration by client.  As requested by Advisor, FAM will also provide an 
asset allocation analysis. As the Advisor obtains revised information from the client, Advisor may 

use the FAM platform to generate revised investment recommendations. Advisor may also use 
the FAM platform to obtain recommendations for rebalancing of the client’s asset allocation. 

In providing non-discretionary services, FAM has no responsibility for executing transactions, 
implementing advice, or providing ongoing monitoring. The Advisor is solely responsible for 
requesting FAM’s review or recommendation.   
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Written Agreement 

FAM will enter into a written Sub-Advisory Agreement (the “Agreement”) with each Advisor, 
which describes the nature and extent of FAM’s services, the terms and conditions applicable 
to such services, and the fees to be charged. Advisors are responsible for ensuring that their 
own client agreements provide for Advisor’s discretionary allocation to sub-advisors such as 

FAM and for assessment of the fees due to FAM.  

The services and fees described in this Brochure may not all be applicable to an Advisor’s 
specific Agreement. In the event of any difference between the information in this Brochure and 
the Agreement, the Agreement will control. Advisors will receive a copy of this Brochure prior to 

the execution of the Agreement. When an Advisor signs an Agreement with FAM, the Advisor’s 
relationship is serviced by a registered investment adviser representative of FAM.  

 
The Agreement may be canceled by either party at any time, for any reason, upon receipt of 
thirty (30) days prior written notice. If the Agreement is terminated, the Advisor will receive a 
prorated refund of any pre-paid fee, based upon the number of days remaining in the billing 
period after the termination date. The Advisor are not charged a liquidation fee by FAM if 
securities are to be delivered in-kind. The custodian may charge a liquidation fee. 
 
Use of Affiliated Funds 

Our models previously made some use of mutual funds advised or sub-advised by Exceed 
Advisory, LLC (“Affiliated Funds”). While we ceased using the Affiliated Funds in our models in 
2023, some portfolios will continue to retain them for client-specific reasons. See information 

concerning the conflicts this presents, as well as the related fees, in Items 5 and 10, below.  
 

Wrap Accounts 
FAM does not offer wrap accounts. A wrap account is structured such that a client pays a single 
fee, or single percentage fee which covers both investment advisory services and brokerage 

costs.  
 
Disclosure Statement 

A soft copy of FAM’s Brochure will be provided to each Advisor prior to, or contemporaneously 
with, the execution of the Agreement. The Advisor is responsible for delivering a copy to its own 
client.  

 

Assets Under Management 
As of December 31, 2023, FAM had approximately $739.2 million in discretionary assets under 
management.  
 
Item 5 – Fees and Compensation  

 

Fees are calculated on a per Account basis and will be based on the services an Advisor has 
selected FAM to perform, which will be outlined in the Agreement. 

 

Fees for Investment Services  

Advisors participating in the Program pay a program fee (a “Program Fee”) to FAM. The 
Program Fee is negotiable and depends on the services selected by Advisor.  The total Program 
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Fee is no more than 100 basis points annually and is assessed against the Advisor’s client assets 

allocated to FAM.  The Program Fee includes the following components: 

 

1. Investment management fee: 20 – 45 basis points annually, charged on all assets 
allocated to FAM’s investment management 

2. Reporting and administrative fee: We pass through any fees FAM is charged related to 
platform reporting (such as our use of Orion). We do not require Advisors using FAM to 

be on any specific platform, and if the Advisor selects a platform that does not result in 
additional costs to FAM, there will not be a related fee pass-through. Currently, the 
maximum per account fee is less than $75. 

 

Where FAM is providing consulting services or non-discretionary advice to an Advisor, it may 
charge a fixed fee, which is negotiable at the time of engagement and will be described in 

the Agreement. 

 
As part of its back-office platform services, FAM processes fee billing on behalf of Advisors for 

those clients of Advisor who have authorized direct fee deduction from their custodial accounts.  
The Program Fee is due and payable by Advisor to FAM within 15 days after Advisor’s fees are 
collected from client accounts, or 30 days after the end of the Advisor’s client’s billing period, 

whichever is earlier.  Typically, the Program Fee is charged on a quarterly basis in advance and 
prorated to the end of the fee billing period upon inception of the account. Advisors have the 
option of billing their clients on a quarterly basis in advance or arrears. The fee billing 

arrangement will be described in the Agreement. FAM’s billing systems allow for flat fees, tiered 
fees, billing in advance or arrears, bill calculation on end of period or average daily/average 

month-end balances for the prior quarter, and for the direct debit of fees from the client 
accounts.  

 

The Agreement may authorize FAM to facilitate simultaneous deduction and payment of both 
the Program Fee and fees charged by the Advisor from an Account. FAM provides this service 

if included in the Agreement and after obtaining any necessary authorizations. Alternatively, 
the Advisor may choose to independently deduct fees from an Account with the client’s 
permission. Clients should refer to their Advisors’ disclosure brochure and fee schedule in their 

investment management agreement with their Advisor for a description of their Advisors’ fees 
for specific accounts. 

 

Fees for Affiliated Funds 
In 2023, we removed the use of funds advised or sub-advised by Exceed Advisory within al FAM-

based model portfolios, and no longer recommend the use of these Affiliated Funds. As 
necessary to meet client-specific needs, we will retain an allocation to these Affiliated Funds for 

some existing accounts for reasons such as client request, tax gains, and potential share class 
penalties.  
 

Exceed is an affiliate of FAM through common ownership by our Chief Investment Officer, 
Joseph Halpern, and by one of our Members, Marc Rock, as described in Item 10. A conflict of 
interest exists when FAM selects Exceed-advised funds (“Affiliated Funds”), since Exceed is 

entitled to management fees from the Affiliated Funds based on their average daily net asset 
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value. To the extent selection of the Affiliated Funds by FAM increases the Affiliated Funds’ 

aggregate net asset values, this could generate additional revenue for Exceed and its owners. 
An increased asset base also could lower overall trading and management costs for the 
Affiliated Funds and increase the likelihood of Exceed’s collecting its own management fees 

(see below concerning the contractual cap on fees). As of 12/31/2023, Fountainhead clients 
made up approximately 11% of the assets held in the Affiliated Funds. 

 
The different Affiliated Funds’ expenses, including management fees, are contractually capped 
at amounts between 1.23% and 1.48% of Affiliated Fund assets. Those contracts expire October 

31, 2024, and may be extended.  As of 12/31/2023, net expense was 1.39% for the Institutional 
Share class. Please refer to the Affiliated Funds’ prospectuses for full details regarding the 

Affiliated Funds’ services and fees. 
 
The Program Fee is assessed on all assets, including the Affiliated Funds.  

 

Other Fees 

Certain fees are not included in the Program Fee. The most significant of these is the fee 
charged by an Advisor. In addition, Advisors’ clients will incur brokerage, transaction, and 

custodial fees.  These fees can vary depending on which custodian a client uses and will be 
disclosed separately to the client in the custodian’s clearing and custodial paperwork. It is 

typically the Advisor’s responsibility to clearly communicate to a client all fees charged for 
servicing such client’s account. See Item 12 for additional information about brokerage 
charges and expenses. See the Advisor’s Brochure for more information on that Advisor’s fees 

and their custodial recommendations. 
 

The Program Fee does not include mutual fund, ETF, and alternative investments fees for 
investing the pool of assets in the respective investment vehicles. Please see the prospectus or 
related disclosure document for information regarding these fees. Advisors’ clients may also 

be charged for specific account services, such as ACAT transfers, electronic fund and wire 
transfer charges, and for other optional services elected by clients. Accounts may be subject 

to transaction-based ticket charges assessed by the custodian for the purchase of certain 
mutual funds. Similarly, the Program Fee does not cover certain non-brokerage-related fees 
such as individual retirement account (“IRA”) trustee or custodian fees and tax-qualified 

retirement plan account fees and annual and termination fees for retirement accounts (such 
as IRAs). Some mutual funds assess redemption fees to investors upon the short-term sale of its 

funds. Depending on the particular mutual fund, this may include sales for rebalancing 
purposes. Please see the prospectus for the specific mutual fund for detailed information 
regarding such fees. 

 
Valuation 
The value of the account and the value of any asset in the account for billing purposes will be 
the value reflected on the custodian’s statements (or on the custodian’s internal system, for 
valuations other than as of the close of a monthly or quarterly billing period), or in some cases 
the value determined by the portfolio management vendor we use as a secondary pricing 
source. In the event the custodian does not value an asset, FAM will not assess Program fees 
or Advisor fees on that asset unless FAM establishes that the failure to value is an error or 
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oversight and unless FAM obtains independent documentation of the value from a reliable 
source, such as an independent pricing vendor, the custodian, or an independent portfolio 
management system.   
 
Advisors retain the discretionary authority to allocate additional assets to FAM or to terminate 
FAM’s advisory services with respect to Advisor’s clients. Advisors’ clients may make additions 

to or withdrawals from their Accounts at any time.  FAM retains the right to terminate the 
Account if it falls below the minimum account size stated in this Brochure. Assets deposited 

into the Account after the beginning of a billing period will be charged a prorated Program 
Fee based upon the number of days remaining in the quarter, and such prorated Program Fee 
shall be payable upon deposit of such assets. Intra-quarter cash flows of at least $5,000 will result 

in pro-rata refunds (for outflows) or charges (for inflows) based on the value of the Account on 
the date of the inflow or outflow and the number of days remaining in the quarter from the 
date of the inflow or outflow. A prorated refund of pre-paid Program Fees charged will be 

made if the account is closed within a billing period. 
 

The cost of investment advisory services and back-office support services provided by FAM 
through the Program may be more or less than the cost of purchasing similar services separately 
or from other advisors. Among the factors impacting the relative cost of the program to a 
particular Advisor client are the size of the account, as well as the amount of assets devoted to 
a particular strategy and/or the managers selected. Clients may receive comparable services 
from other sources for fees that are lower or higher than those charged by FAM. 
 
Other Fee Issues 

FAM will not provide services as a sponsor of a wrap fee program. However, Advisors who utilize 
the Program may choose to assess a single fee to their clients that is inclusive of all Program 
Fees, their own advisory fee and all custodial fees. By doing so, the Advisor may be considered 
a wrap fee sponsor. Please review Advisor disclosure documents for further information on their 
billing practices. 
 
Account Minimum 

Discounts, not generally available to Advisors and clients, may be offered to family members 

and friends of associated persons of our firm. Advisors working with FAM may also require a 
minimum asset level or minimum annual fee for investment advisory services that differs from 
FAM’s.  

 

Negotiability of Fees 

Although FAM has established fee schedules, we retain the discretion to negotiate alternative 
fees on an Advisor-by-Advisor and/or client-by-client basis. 
 

Item 6 - Performance-Based Fees and Side-by-Side Management 

 
Performance-based fees are those based on a share of capital gains on or capital 

appreciation of the assets of a client. FAM does not provide any services for performance-

based fees. 
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Item 7 - Types of Clients 

 
FAM provides investment management services solely to other registered investment 
advisors (Advisors).  
 

Item 8 – Methods of Analysis, Investment Strategies and Risk of Loss 

 
Methods of Analysis and Investment Strategy 

 
For Accounts invested directly by FAM, the firm primarily utilizes mutual funds and ETFs, but may 

also incorporate individual equity or fixed income securities. When selecting funds or ETFs, FAM 
considers a variety of factors, including the fund manager’s tenure, investment strategy, and/or 

overall career performance. For individual securities, other factors will apply; see the information 
on stocks and fixed income securities below.  
 

Mutual Funds and Exchange Traded Funds (ETFs) 
An investment in a mutual fund or ETF involves risk, including the loss of principal. Mutual fund 

and ETF shareholders are necessarily subject to the risks stemming from the individual issuers 

of the fund’s underlying portfolio securities. Such shareholders are also liable for taxes on any 

fund-level capital gains, as mutual funds and ETFs are required by law to distribute capital gains 

if they sell securities for a profit that cannot be offset by a corresponding loss. In general, mutual 
funds and ETFs are subject to risks related to the manager’s ability to achieve the strategy’s 

objective and market conditions affecting the assets held by the fund. 
 

Shares of mutual funds are generally distributed and redeemed on an ongoing basis by the fund 
itself or a broker acting on its behalf. The trading price at which a share is transacted is 
equal to a fund’s stated daily per share net asset value (“NAV”). The per-share NAV of a 

mutual fund is calculated at the end of each business day.  
 

Shares of ETFs are listed on securities exchanges and transacted at negotiated prices in the 
secondary market. Generally, ETF shares trade at or near their most recent NAV, which is 
generally calculated at least once daily for indexed-based ETFs and more frequently for 

actively managed ETFs. However, certain inefficiencies may cause the shares to trade at a 
premium or discount to their pro rata NAV. There is also no guarantee that an active 

secondary market for such shares will develop or continue to exist. Generally, an ETF only 
redeems shares when aggregated as creation units (usually 50,000 shares or more). Therefore, if 
a liquid secondary market ceases to exist for shares of a particular ETF, a shareholder may have 

no way to dispose of such shares. 
 
Risk of Loss  
All investments in securities include a risk of loss of principal (invested amount) and any profits 
that have not been realized (the securities were not sold to “lock in” the profit). Stock markets 
and bond markets fluctuate substantially over time. Different types of investments tend to shift 
in and out of favor depending on market, economic, and other forces. In addition, performance 
of any investment is not guaranteed and a client’s account may experience loss of assets due 
to a variety of reasons including market movements and global and domestic events affecting 



Fountainhead AM, LLC 

Form ADV Part 2A 

 

 

 

11 
 

the economy. As a result, there is a risk of loss of the assets FAM manages that may be out of 
FAM’s control. FAM will do its very best in the management of assets; however, FAM cannot 
guarantee any level of performance or that a client will not experience a loss of its account 
assets. Depending upon the program the Advisor chooses, and the securities used, a client’s 
portfolio may be subject to the risks described below.  
General Risks  
 

 Management Risk. There is no guarantee that FAM’s judgment about the worth and 
implementation of given strategies, the value of individual securities, and the state of the 
financial markets is sound and that investments through the Program will be profitable.  

 
 Deflation. Deflation risk is the risk that prices throughout the economy decline over time, 

which may have an adverse effect on the market value of an investment.  
 

 Inflation. Inflation risk is the risk that the value of assets or income from investments 
will be worth less in the future as inflation decreases the value of money. As inflation 
increases, the real value of an account and distributions can decline.  
 

 Interest-rate Risk: Fluctuations in interest rates may cause investment prices to fluctuate. 

For example, when interest rates rise, yields on existing bonds become less attractive, 
causing their market values to decline. 

 
 Market Risk: The price of a security, bond, or mutual fund may drop in reaction to tangible 

and intangible events and conditions. This type of risk is caused by external factors 

independent of a security’s particular underlying circumstances. For example, political, 
economic and social conditions may trigger market events. 

 

 Currency Risk: Overseas investments are subject to fluctuations in the value of the dollar 
against the currency of the investment’s originating country. This is also referred to as 

exchange rate risk. 
 

 Reinvestment Risk: This is the risk that future proceeds from investments may have to be 

reinvested at a potentially lower rate of return (i.e. interest rate). This primarily relates to 
fixed income securities. 

 
 Business Risk: These risks are associated with a particular industry or a particular company 

within an industry. For example, oil-drilling companies depend on finding oil and then 

refining it, a lengthy process, before they can generate a profit. Conceptually, they carry 
a higher risk of profitability than an electric company, which generates its income from a 

steady stream of customers who buy electricity no matter what the economic 
environment is like.   
 

 Environmental, Social, Governance (“ESG”) Risk: Corporate governance practices, the 
risks of environmental damage or disasters (whether connected to an issuer’s own 
practices or independent of them, such as extreme weather events), and the risks of 
social factors, such as racial and gender discrimination, are wide-ranging and 
increasingly understood to affect investment decisions and results. We do not generally 
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invest with an eye toward ESG factors on their own merit, but rather because these 
factors can, in some cases, affect the financial performance of companies and, in turn, 
the performance of those companies’ securities. We may include ESG factors we believe 
are important in evaluating companies, based on the industry, the company itself, and 
emerging consensus on areas that generally merit attention. ESG factors are in many 
ways subjective. We may not identify all applicable ESG concerns, and our subjective 
judgment of the most important factors, or their potential impact on financial 
performance, may be incorrect. Further, in evaluating these issues, we must often rely on 
corporate self-reporting, which is inherently biased. Third-parting ratings and reports are 
increasingly available, though they are, to varying degrees, subject to the same 
limitations with respect to subjective judgment and reliance on corporate self-reporting.   
 

 Liquidity Risk: Liquidity is the ability to readily convert an investment into cash. Generally, 
assets are more liquid if many traders are interested in a standardized product. For 

example, Treasury Bills are highly liquid, while real estate properties are not.  Certain 
instruments may have no readily available market or third-party pricing. Structured notes 
and interval funds usually have a limited secondary market and are often relatively 

illiquid. Reduced liquidity may have an adverse impact on market price and the ability 
to sell particular securities when necessary to meet cash needs or in response to a specific 

economic event, such as the deterioration of creditworthiness of an issuer.  Reduced 
liquidity in the secondary market for certain securities may also make it more difficult to 
obtain market quotations based on actual trades for the purpose of valuing the security.  

Clients should invest in structured notes, private securities, and other illiquid (or relatively 
illiquid) assets only to the extent they have adequate other liquid assets available to fund 

current and ongoing cash requirements.   
 

 Financial Risk: Excessive borrowing to finance a business’ operations increases the risk of 

profitability, because the company must meet the terms of its obligations in good times 
and bad. During periods of financial stress, the inability to meet loan obligations may 
result in bankruptcy and/or a declining market value. 

 
 Systemic Risk: Risks inherent to the entire market or market segment. Systemic risk is also 

known as “undiversifiable risk,” and affects the overall market, not just a particular stock 
or industry. This type of risk is both unpredictable and impossible to completely avoid.  

 

 Third Party Risk: It is not uncommon for companies to maintain myriad third-party 
relationships in an effort to reduce costs, increase efficiency and focus more intently on 

core competencies. However, while businesses seek to gain a competitive and 
operational advantage through these relationships, they are also exposing themselves to 
an increasing level of risk. At the same time, however, it is becoming increasingly difficult 

for businesses to maintain the necessary controls for mitigating the risks associated with 
these relationships. Failure to manage these risks can expose a business to regulatory 

action, financial loss, litigation, and reputational damage, and may even impair the 
institution’s ability to establish new or service existing customer relationships. 
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For those clients choosing to invest in alternative investments, such securities come with 

additional substantial risks as they are speculative in nature. They may not be registered 
or regulated under any laws, should be considered illiquid investments, are not freely 
transferable, may be highly leveraged, may be volatile, and may involve higher fees and 

expenses than other types of investments. Alternative investments may not be 
immediately redeemable. Alternative investments such as hedge funds only permit 

redemptions at specified time periods and in specified advanced notice. As a result, the 
client may be required to hold alternative investments in its account after termination of 
this or the Agreement. 

 
Risks Associated with Strategies 
In addition to the above general risks, the following risks apply to FAM’s investment 
strategies: 
 

 Asset Allocation. The success of asset allocation depends upon the manager’s ability 
to make decisions that will achieve an account’s objectives. Asset categories may 
not perform as expected due to economic and market influences both foreign and 
domestic and anticipated returns may not be realized.  

 
 Concentration Risk. This type of risk occurs when a strategy’s investments are 

concentrated in a limited number of securities or specific regions or countries. The 
value of the account will vary considerably in response to changes in the value of 
the security or region/country. This may result in increased volatility.  

 
 Counterparty Risk. Transactions, including certain derivative transactions, entered 

into directly with a counterparty are subject to the risk that the counterparty will fail 
to perform its obligations in accordance with the agreed terms and conditions of the 
transaction. A counterparty’s bankruptcy or other failure to perform its obligations 
due to financial difficulties would result in significant delays in obtaining any recovery 
in a bankruptcy or other reorganization proceeding or no recovery in such 
circumstances.  

 
 Hedging. If the hedged investment performs well, there is likely to be a loss of upside 

potential. If the hedge does not perfectly match the underlying portfolio, there is a 
risk that results will not be as anticipated. If the investment is underhedged, it may 
not offer the degree of protection anticipated.  

 
 Foreign/International Market Risk. International investments involve special risks such 

as fluctuations in currencies, foreign taxation, economic and political risks, and 
differences in accounting and financial standards. Investments in emerging markets 
are generally riskier than investments in developed markets. 

 
Risk Associated with Securities and Other Investments 
 

 Absolute Investment Strategies seek to achieve a positive return regardless of the 
condition of the overall market. These strategies may have returns that perform 
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substantially less well than the overall market depending upon the skill of the portfolio 
manager.  

 
 Commodities have risk in that they are affected by global supply and demand; 

domestic and foreign interest rates; political, economic, financial events, or natural 
disasters; regulatory and exchange position limits; and concentration within a 
commodity.  

 
 Derivatives. Investments in derivatives, or similar instrument, including but not limited 

to, options, futures, options on futures, forwards, participatory notes, swaps, 
structured securities, tender-option bonds and derivatives relating to foreign 
currency transactions, which can be used to hedge a portfolio’s investments or to 
seek to enhance returns, entail specific risks relating to liquidity, leverage and credit 
that can reduce returns and/or increase volatility. Losses in a portfolio from 
investments in derivative instruments can result from the potential illiquidity of the 
markets for derivative instruments, the failure of the counterparty to fulfill its 
contractual obligations, the portfolio receiving cash collateral under the 
transactions and some or all of that collateral being invested in the market, or the 
risks arising from margin posting requirements and related leverage factors 
associated with such transactions. In addition, many jurisdictions continue to review 
practices and regulations relating to the use of derivatives, or similar instruments. 
Such reviews could make such instruments more costly, limiting the availability of, or 
otherwise adversely affecting the value or performance of such instrument. We 
generally achieve alternative investment exposure (which can represent a 
significant part of a client’s portfolio where we think that’s appropriate) through 
investments in structured notes and investments in alternative strategy mutual funds.   

 
 Exchange Traded Funds may not accurately track their underlying index and may 

not have liquidity under severe market conditions. Further, the securities held by the 
ETF entail the risks of those underlying holdings, such as stocks or fixed income 
securities. 

 

 Exchange Traded Notes are unsecured debt instruments subject to risk by default by 
the issuing bank (counterparty risk) as well as market risk. Exchange traded notes 
may fail to track the index they are designed to track as well as being negatively 
impacted by a decline in the credit rating of the issuer. They may lack liquidity under 
severe market conditions.  

 

 Fixed Income securities may be affected by interest rate risk as increases or 
decreases in interest rates occur and also by credit risk in that issuers may not make 
payment on the securities. Because the prices of fixed income securities tend to fall 
when prevailing interest rates rise, fixed income securities – especially those with 
longer-term maturities – may drop significantly in value in the event interest rates rise 
steeply or unexpectedly.  

 

 High Yield Fixed Income (Bond) Securities invest in securities that are considered 
speculative and are susceptible to default or decline in value due to adverse 
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economic and business developments. These securities often combine some of the 
risks of the equity markets (business risk, for example), as well as the risks of fixed 
income securities).  
 

 Interval Funds are closed-end mutual funds that don’t offer daily liquidity and have 

no history of public trading. Instead, the sponsor intends to offer to repurchase fund 
interests quarterly, at the then-current net asset value, but is not obligated to do so. 

Further, even if the sponsor makes a quarterly repurchase offer, there’s no guarantee 
that the client will be able to sell as many shares as the investor would like to sell. 
Accordingly, these should be considered long-term investments. These funds also 

may invest in underlying securities that have varying degrees of risk, including use of 
non-investment grade securities, and non-performing loans. Further, the operating 

and management expenses of the funds may be higher than other income-focused 
funds. Those expenses are deducted directly from the fund’s value and must be paid 
before an investor receives any return.  

 
 Mutual Funds are subject to risks related to the manager’s ability to achieve the 

components’ objectives and market conditions affecting the components’ assets. 
Each is subject to different levels of risk, based on the types and sizes of its underlying 
asset class allocations and strategy. . Depending on their holdings, they also entail 
the other risks discussed in this section, such as those related to stocks or fixed income 
securities. 

 
 Options involve leverage and special risk considerations. Use of options entails the 

potential for significant losses and significantly increased portfolio volatility.  
 

 Sectors may be subject to risk when a substantial portion of assets are devoted to a 
particular market sector or industry thereby having the potential of greater volatility 
than with broadly diversified strategies. A market sector or industry may 
underperform the market as a whole for a variety of reasons.  

 
 Stocks have risk in that their returns and the principal invested in them is not 

guaranteed and they are subject to changing market conditions. They may decline 
in price significantly over short or extended periods in relation to overall market 
movement or due to factors affecting a segment of the market or factors affecting 
an individual company, such as a poor earnings report. Small stocks are more volatile 
than large stocks and are subject to significant price fluctuations and may be thinly 
traded. 
 

 Structured Notes are unsecured debt obligations of the issuer (usually a large 
investment bank) that also employ an embedded derivative feature. This means 
they combine some of the features and risks of debt, as well as some of the features 
and risks of derivatives. The issuer is obligated to make payments on the notes as 
promised, which may include repayment of principal at specified amounts, as well 
as identified returns beyond principal, depending on the terms of the specific 
structured note. Investors are subject to credit risk in the event of default by the issuer, 
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and could lose their principal or the stated return. Structured note returns are usually 
related to the performance of some linked asset or index. Depending on what the 
linked asset or index is, the market risk of the structured note may include changes 
in equity or commodity prices, changes in interest rates or foreign exchange rates, 
or market volatility. It’s important to understand the terms of the note, especially how 
upside potential may be capped and the extent to which downside risk is reduced, 
as well as the costs associated with those features. After issuance, structured notes 
do not trade regularly and are difficult to value given their complexity. Accordingly, 
an investor’s ability to trade or sell structured notes in the secondary market is often 
very limited. Because they’re illiquid, clients should be prepared to hold a structured 
note to its maturity date, or risk selling the note at what could be a substantial 
discount to its value if held to maturity. Structured products typically do not pass 
through or reinvest any dividend or distribution that may be paid to direct holders of 
the underlying asset. Therefore, if the dividend or distribution on the underlying asset 
increases, it becomes less attractive to own the structured product as compared to 
directly owning the underlying asset. This will negatively affect the value of the 
structured product. Structured notes may have complicated payoff structures that 
can make it difficult for clients to accurately assess their value, risk and potential for 
growth through the term of the structured note. Determining the performance of 
each note can be complex and this calculation can vary significantly from note to 
note depending on the structure. If a structured note has a call (early redemption) 
provision and the issuer calls (redeems) it early, investors may not be able to reinvest 
their money at the same rate of return. Similarly, the issuer’s decision to call the 
securities early could result in lower returns than originally anticipated. An issuer 
would usually choose to call the note because doing so is financially beneficial to 
the issuer, rather than to the investor. The tax treatment of structured notes is 
complicated and, in some cases, uncertain. For example, it’s possible an investor 
would be required to pay ordinary income taxes prior to the note’s maturity. The 
preliminary prospectus for the structured note will contain a tax summary describing 
what the issuer reasonably believes are the potential U.S. federal income tax 
consequences of investing in the product, which is based on advice of their tax 
counsel. However, it is possible for the IRS to assert a different treatment than is 
described in the offering documents and for you to be negatively affected.   

 
Item 9 - Disciplinary Information 

 
FAM is required to disclose any legal or disciplinary events material to a client’s evaluation of 

its advisory business or the integrity of management. FAM has nothing to disclose in response to 
this Item.  

 
Item 10 - Other Financial Industry Activities and Affiliations 

 
FAM is required to disclose any relationship or arrangement that is material to its advisory 

business or to its clients with certain related persons. 
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FAM is under common control with Fountainhead Capital Management, LLC (“FCM”). FCM will 

allocate client assets to FAM and the entities will share management, a physical location, and 
back-office support. FCM is the primary source of FAM’s assets under management. Joseph 
Halpern serves as Chief Investment Officer of both FAM and FCM. 

 
Fountainhead Retirement Services, LLC (“FRS”) is also an investment advisor under common 

control with FAM and FCM. FRS provides non-fiduciary advisory services to ERISA and other 

retirement plan sponsors.  FRS does not provide 3(21) or 3(38) investment management services 

to the sponsors or the plans; these services, if needed, are provided by an unaffiliated adviser 
selected by the plan sponsor. FRS also doesn’t provide personalized advice to plan participants, 
but will refer participants seeking investment advice to FCM. Participants are under no 

obligation to use FCM’s or FAM’s services as a result of the referral.  
 

The controlling members of FCM and FRS are also members of FAM and there is a conflict of 
interest when FCM refers clients to FAM.  FCM believes that its affiliation with FAM results in 
operational efficiencies and competitive asset management services that ultimately benefit 

both FCM and its clients. Nonetheless, the services available to FCM through FAM may be 
available for lower cost through other advisors. To mitigate the conflict, FCM discloses the 
affiliation and allocates client assets to FAM only when FCM believes such allocation is in its 

clients’ best interest.  
 

Joseph Halpern is a principal and member of Exceed Holdings LLC, the parent company of a 
registered investment adviser to certain mutual funds, Exceed Advisory LLC. Joe is the 
investment officer of Exceed Advisory, LLC.  Marc Rock, Managing Partner of FCM and an owner 

and manager of FAM, owns a minority interest (less than 5%) in Exceed Holdings LLC. This 
common ownership creates an inherent conflict of interest for FCM when it chooses to invest 

assets in Affiliated Funds.  Please see Item 5, Fees & Expenses, for more information 
 
Exceed Advisory sub-advises an Exceed Investments LLC co-branded fund advised by Catalyst 

Capital Advisors (“Catalyst”). FAM does not refer clients to Catalyst but as described above, 

FAM previously used Catalyst Exceed-branded Affiliated Funds as appropriate in its models or 

allocations.   
 

Joseph Halpern is also a registered representative of an unaffiliated broker-dealer (Chelsea 
Financial Services, Inc., member FINRA, SIPC). Joe became licensed with the broker-dealer 
primarily to service legacy assets purchased prior to the client’s becoming a client of 

Fountainhead. These legacy assets are generally limited to annuities and mutual funds held 
outside of the primary custodian, and some of them pay trailing commissions which Joe receives 
personally. They are not assessed any management fees by Fountainhead. Joe is not the 

advisory representative for these legacy assets and Fountainhead/FAM policies prohibit any of 
the firm’s associates from recommending new investments that pay a commission or trail and 

from charging advisory fees on assets that pay a trail.  
 
As disclosed in Item 4, we have set aside 25% of FAM’s equity for Class B units used to provide 

incentive compensation to advisors who use our platform. The incentive is structured such that 

the advisor’s equity vests as additional assets are brought under FAM’s management. This 
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incentive creates a conflict of interest for those advisors and makes it more difficult for them to 

make an objective assessment of how well FAM is meeting its end clients’ needs. The advisors 
could be more likely to continue to use FAM’s services to ensure they receive additional equity 
vests or related profit sharing, rather than because FAM is the best choice for clients.  

 
Item 11 - Code of Ethics, Participation or Interest in Client Transactions and Personal Trading 

 

FAM employees or related persons may buy or sell securities that clients also own in their 
accounts. Investment decisions for FAM personnel may not be made at the same time or in the 
same manner as those made for clients. FAM or a related person of FAM may purchase or sell 

securities that are recommended to, or purchased or sold for clients. Personal securities 
transactions by persons identified as access persons with FAM are subject to FAM’s Code of 
Ethics (the “Code”). The Code includes various reporting, disclosure and approval requirements, 

described in the summary below.  
 

FAM designed these requirements to prevent or mitigate actual or potential conflicts of interest 
with clients. The Code applies not only to transactions by the individual, but also to transactions 
for accounts in which such person or the person’s spouse, minor children or other dependents 

residing in the same household have an interest. Compliance with the Code is a condition of 
employment. In accordance with SEC rules relating to recordkeeping by investment advisors, 

FAM requires prompt reports of all securities transactions identified in the Code as “Reportable 
Securities” transactions. FAM further requires that all brokerage account relationships be 
disclosed, that FAM receive duplicate confirmations of transactions and custodial account 

statements, and annual certifications of compliance with the Code from all access persons. 
Transactions in U.S. government securities, bankers acceptances, bank certificates of deposit, 

commercial paper, high quality short-term instruments, including repurchase agreements, 
index-based futures/options, options/futures on treasury notes and bills or currency 
options/futures, shares of open-end mutual funds and commodities are excluded from the 

reporting requirements. 
 

The responsibilities of the CCO include overseeing the regular monitoring and verification of 
compliance of covered persons with the requirements of the Code, and reporting material 
violations to FAM’s senior management. Covered transactions of the CCO will be approved by 

another officer (or designee) of FAM. In addition to reporting and recordkeeping requirements, 
the Code imposes various substantive and procedural restrictions on Reportable Securities 
transactions. The CCO may recommend to management the imposition of more severe 

sanctions, including suspension of personal investing privileges, or termination of employment, 
in the case of certain types of violations.  

 
A copy of the Code can be obtained by contacting us at 732-346-1900 or by email at 
robert@fountainhead-advisors.com. 

 
 

 

mailto:robert@fountainhead-advisors.com
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Item 12 - Brokerage Practices 

 
FAM requires Advisors’ clients to open up one more custodian accounts in the client’s own 
name at a custodian of the client’s choice (the “Custodial Broker”). We recommend Charles 

Schwab & Co., Inc., (“Schwab”).   
 

Schwab is an independent SEC-registered broker-dealer and is unaffiliated with FAM. We 
participate in Schwab’s institutional program, through which Schwab offers services to 
independent registered investment advisors. These services include custody of securities, trade 

execution, and clearance and settlement of transactions. While we recommend the custodial 
and brokerage services of Schwab, clients are ultimately responsible for deciding where to open 
a custodial account.  Clients are not under any obligation to select the custodian we 

recommend, though we reserve the right to decline Accounts where the client has selected a 
custodian other than Schwab if we believe that the choice would hinder our ability to fulfill our 

fiduciary duty to the client and/or our ability to service the Account efficiently.   
 
The Advisor’s client may already have a Custodial Broker or may be required to use the 

Custodial Broker that is specified in the written investment advisory agreement between client 
and its Advisor. Under that circumstance, the Agreement between FAM and the Advisor will 

identify the Custodial Broker to be used for trade execution. Advisors and their clients are not 
required to use Schwab to access FAM’s services as Sub-Advisor.  
 

Factors Considered in Selecting or Recommending Broker-Dealers/Custodians for Client 
Transactions   

We have evaluated Schwab and believe they generally provide clients with best execution on 
an overall basis.  The factors we consider in recommending Schwab include our experience 
with the firm, its reputation, the quality of execution services, and the low commission rates 

available, among other factors.  We are not affiliated with or otherwise related to Schwab.   
 

While we have a reasonable belief that Schwab is able to obtain best execution for clients, we 
may seek price improvement through other broker-dealers on an individual transaction basis.  
Placing orders with a broker-dealer other than the Custodial Broker may cause the client to incur 

fees for trading away.  Ultimately, we execute transaction in our sole judgement based on our 
assessment of overall execution quality. We try to aggregate client trades, where we believe 
doing so will reduce overall costs to clients, but we aggregate only at the custodial level. 

Accordingly, where an Advisor’s clients hold their assets with a Custodial Broker other than 
Schwab, that client’s orders will not be aggregated.  See Aggregation of Orders, below, for 

more information. 
 
Research and Other Soft Dollar Benefits  

FAM has no “soft dollar” arrangements in which a broker or custodian agrees to make specific 
payments or reimbursements on our behalf for research products or trading and execution 

software, in exchange for our generating certain levels of commissions.  As disclosed below, we 
do get benefits from Schwab, but those benefits are related to our being an approved advisor 
on the Schwab institutional platform, and are not related to commissions or fees generated. The 
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benefits are generally available to all advisors, including FAM, who use the Schwab institutional 

platform.  
 
Other Benefits Received from Custodian 

We receive products and services from Schwab that benefit us but may not directly 
benefit clients.  These products and services assist us in managing and administering 

client accounts, and can include investment research, both proprietary and that of third 
parties.  We use this research to service all or a substantial number of client accounts, 
including some accounts that use other custodians.  In addition to investment research, the 

custodian we recommend also makes available software and other technology that:  
  

 Helps us construct, manage, and re-balance client accounts in accordance with 
our model portfolios;  

 Provides access to client account data (such as duplicate trade confirmations 

and account statements);  
 Provides pricing and other market data;  

 Facilitates payment of our advisory fees from clients’ accounts; and  
 Assists with back-office functions, recordkeeping, and client reporting.  

  

Schwab also offers other services to us that are intended to help us manage and further 
develop our business enterprise and that generally benefit only FAM.  These services include:  
  

 Educational conferences and events;  
 Consulting on technology, compliance, legal, and business needs;  

 Publications and conferences on practice management and business succession; 
and 
 Occasional business entertainment 

  
The availability of these services from Schwab is not contingent on any commitment on our 

part with respect to assets held with Schwab, or any level of brokerage commissions, asset-
based fees, or other fees generated for Schwab.  The receipt of these services, 
however, benefits FAM because we do not have to produce or purchase them. A custodial 

relationship also provides operational efficiencies and economies of scale; generally, once a 
large percentage of an advisor’s clients are on a particular platform, it’s difficult to move and 

doing so requires changing internal processes and may result in losing some economies of scale.  
 
A conflict of interest arises if we recommend Schwab to clients based on our interest in 

receiving these benefits rather than based on clients’ interests in receiving the best value in 
custody services and/or the most favorable transaction execution.  When 

recommending custodial broker-dealers to clients, however, we do so based on the scope, 
quality and pricing of the broker-dealer’s services independent of any benefits we may 
receive.  

 
Mutual Funds and ETFs 

Schwab makes available a number of No-Transaction-Fee funds (“NTF Funds”). NTF Funds are 
not subject to commissions or other transaction fees assessed by Schwab but, like all funds, have 
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other fees and expenses that apply to continued investments and which are described in the 

prospectus. Schwab earns additional revenue on NTF Funds through its service agreements with 
these NTF Fund issuers for record-keeping, shareholder services, and other administrative and 
distribution services. If we select NTF Funds for clients, those purchases will not generate soft-

dollar commission credits. When selecting funds for client accounts, we select funds we believe 
will best serve client needs and which, in our judgment, achieve overall best execution, without 

regard to whether the fund creates soft-dollar commission credits. The inherent conflicts of 
interest present in soft-dollar arrangements described above also apply to fund selection. 
 

Brokerage for Client Referrals 
We do not recommend brokerage or custodial services in exchange for referrals.  

 
Directed Brokerage 
We do not generally permit Advisors or their clients to direct brokerage outside of our 

recommended custodians.  This means that while the client is ultimately responsible for selecting 
and/or approving the account custodian, we do not typically execute orders based on trade-

by-trade instructions from the client.  We typically execute orders through the facilities of the 
selected Custodial Broker, but may execute through other broker-dealers if we believe that will 
result in the best overall execution.   

 
Because we recommend a specific custodian and then tend to execute investment 
transactions on a discretionary basis, typically through that custodian, we are effectively 

requiring that Advisors’ clients “direct” their brokerage to Schwab, absent other specific 
instructions as discussed below, or absent our decision to route that order to another broker.  

Because we are not usually choosing brokers on a trade-by-trade basis, we may not be able to 
achieve the most favorable executions for clients and this may ultimately cost clients more 
money.  Not all investment advisers require directed brokerage.   

 
Aggregation of Orders 

We routinely aggregate (or “block”) client transactions, where we determine that aggregation 
is likely to result in better execution prices or lower overall execution costs to end clients. We are 
not obligated to include any client account in a block trade.  No client participating in a block 

trade will be favored over any other client that also participates in the same block trade.   
 

In a block trade, each participating client receives a price that represents the average of the 
prices at which we executed all of the transactions in that block.  Block trades can lower 
transaction costs and/or help clients achieve better execution.  Accounts participating in a 

block trade share transaction costs on an equal and pro rata basis, subject to minimum ticket 
charges that may be assessed to each account in accordance with the Custodial Broker’s 

policies.  If the order is not completely filled, the securities purchased or sold are distributed 
among participating clients on a pro rata basis or in some other equitable manner. 
 

Cross Transactions 
We occasionally complete cross transactions on behalf of Advisors’ clients. This occurs when 
selling a security from the account of one client and buying it in the account of another without 

entering an open-market transaction.  We will process cross transactions when we decide the 
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Accounts involved would likely receive better overall execution through a cross. This occurs most 

frequently with thinly-traded or limited-market securities and is generally initiated because one 
client needs to liquidate an investment we are not currently recommending for sale and 
another client wishes to purchase that security.   

 
Custodial and Brokerage Charges 

Schwab provides its current brokerage charges (commissions) and fees to clients when they 
establish an account. Custodians typically assess other fees and charges, in addition to the 
commissions or asset-based fees, for services such as wire fees, retirement plan maintenance 

fees, transfer and termination fees, etc. FAM does not receive any portion of these charges.  
 

In some cases, clients may select Schwab’s asset-based pricing model instead of transaction-
based charges. While the elimination of many transaction-based charges has complicated the 
assessment, in general, accounts that trade more actively in securities subject to a transaction 

charge will benefit from asset-based pricing and accounts that trade infrequently or invest in 
securities that are not subject to transaction charges will benefit from transaction-based 

commissions.  The asset level in the account also enters into the assessment, with larger accounts 
often receiving discounts from the custodians.  
 

Item 13 - Review of Accounts 

 

FAM reviews investment holdings and Model allocations on an ongoing basis. Individual 
accounts are reviewed through exception processing to ensure that portfolios are allocated 
within firm tolerances and consistent with Advisor-provided data concerning client objectives 
and requirements. Specific accounts will be reviewed at the request of Advisor, as described in 
the Agreement.  

 

FAM may also review overall holdings and allocations or specific portfolios upon the 
occurrence of a triggering event, such as significant market movement, or a change in the 
client information reported to us by the Advisor.  
In addition to the monthly statements and confirmations of transactions that clients receive 
from their custodian, FAM may provide quarterly reports summarizing account performance, 

balances and holdings. FAM also makes available a web-based performance reporting tool for 
those Advisors that so desire. 
 

Item 14 - Client Referrals and Other Compensation 

 
We maintain some promoter relationships, in which a third party endorses our services, 
introduces clients to us, and we pay that third party a portion of our Advisory Fee. We pay 

promoters in accordance with applicable federal and state securities laws. Unless otherwise 
disclosed, any fees paid to promoters are solely from FAM’s investment management fee and 

do not result in any additional charge to the end client. We require paid promoters to disclose 
that they are not a client of FAM’s, that they are compensated for the referral, and to disclose 
any material conflicts of interest they have in making the referral, including their receipt of 

ongoing referral fees.  
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Our affiliates FCM and FRS cross-refer clients. To the extent individual plan participants referred 

by FRS become clients of FCM, those clients will ultimately be sub-advised by FAM under our 
agreement with FCM and FAM’s revenue will increase. FAM is not directly involved in these 
referral arrangements because it offers services only to other investment advisors, including its 

affiliate FCM, but does benefit indirectly from them.  
 

As disclosed under Item 12, above, we participate in Schwab’s institutional program and we 
recommend Schwab to our clients for custody and brokerage services. There is no direct link 
between our participation in the institutional program and the investment advice we give to 

clients, though we do receive economic benefits that are typically not available if our clients 
used Schwab’s retail investor services.  

 
Services that benefit both FAM and Advisor clients include: 

 Software that allows us to construct, manage, and re-balance client accounts in 

accordance with our strategies; 
 Provide access to client account data (such as duplicate trade confirmations and 

account statements); 
 Provide pricing and other market data; 
 Research-related products and tools; 

 Access to a trading desk, and access to block trading and aggregation/allocation tools; 
 Assist with back-office functions, recordkeeping, and client reporting. 

 

Schwab also offers other services, without cost or at a discount, that are intended to help us 
manage and further develop our business enterprise and that generally benefit only us.  These 

services include: 
 

 Educational conferences and events (that may also include business entertainment and 

payment of travel and lodging costs); 
 Consulting on technology, compliance, legal, and business needs; 

 Publications and conferences on practice management and business succession;  
 Payments, reimbursements, or discounts on business consulting or other professional 

services, to our advisors or executives; and 

 Facilitate payment of our Program fees from clients’ accounts; 
 Support back-office and investment management efficiencies that permit FAM to offer 

services to other RIAs. 
 
The availability of these services from Schwab is not contingent on any commitment on our part 

with respect to brokerage commissions, loads, or transactions fees, but we have represented 
that we intend to grow our business and that FAM expects its own investment advisor clients to 

use Schwab.  The receipt of these services benefits us because we do not have to produce or 
purchase them independently. A conflict of interest arises if we recommend Schwab to clients 
based on our interest in receiving these benefits rather than based on clients’ interests in 

receiving the best value in custody services and/or the most favorable transaction execution.  
When recommending custodial broker-dealers to clients, however, we do so based on the 
scope, quality and pricing of the broker-dealer’s services independent of any benefits we may 

receive. 
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Item 15 - Custody 

 
The Advisors who use our services typically have authority to deduct fees directly from client 
accounts. FAM assists Advisors by calculating both the Program fees and the Advisor’s fee.  FAM 

does not have authority to possess or take actual custody of clients’ funds or securities. Clients 
should receive at least quarterly statements from the broker-dealer, bank or other qualified 

custodian that holds and maintains client’s investment assets. Advisors’ clients may also receive 
a quarterly performance report prepared by FAM and FAM urges client to carefully review such 
statements and compare official custodial records to the account statements we provide to 

Advisors. FAM’s statements may vary from custodial statements based on accounting 
procedures, reporting dates, or valuation methodologies of certain securities. FAM’s client 
quarterly performance reports should not be construed as custodial account statements, nor 

should they be used in place of the client’s custodial statements. 
 

Item 16 - Investment Discretion 

 
Under most of our Agreements, FAM has full discretion to make investment decisions without 
notice to, or approval from Advisor or Advisor’s client. Advisors delegate trading authority to us 

when they sign our Agreement.  Advisors typically obtain discretionary authority through limited 
powers of attorney contained in their own client agreements, as well as through limited powers 
of attorney required by the Custodial Broker.  

 
Advisors may relay client-imposed conditions and thereby limit our discretionary authority. 

 
Item 17 - Voting Client Securities 

 
FAM does not vote proxies on behalf of advisory clients. You retain responsibility for receiving 

and voting proxies for any and all securities maintained in your accounts. If you request, we will 
provide our opinion as to various matters related to your proxies, but voting them remains your 

responsibility. Third-party managers we recommend may retain the authority to vote proxies in 
accounts they manage for you, subject to their stated policies. 
Item 18 - Financial Information  

 

We have no financial condition reasonably likely to impair our ability to meet our contractual 
commitments. 
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